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KEY ECONOMIC INDICATORS: JORDAN 1/ 
Unless otherwise noted, all values are in million U.S. $ 2/ 
All data are for East Bank only 


National Income (current prices) 

GNP 

GDP 

Per Capita GDP (U.S.$) 

Agricultural Production (MT 1000) 

Wheat 

Barley & other Field Crops 

Fruits & Vegetables 

Industrial Production 

Over-all Index 

Phosphate Rock (MT 1000) 

Cement (MT 1000) 

‘ Petroleum Products (MT 1000) 

Electricity (KWH 1,000,000) 

Building permits, Amman (M2 1000) 

Money & Banking 

Money Supply (M°) 

External Public Debt 3/ 

Commercial Bank Credit Outstanding 
(including Housing Bank) 396 

Avg. Interest Rate (Commercial Banks 
(overdraft) 

Balance of Payment & Trade 

Official Gold € Foreign Exchange 

Reserves 

Balance of Payments (Mdse, sves. & 
transfer ) 

Balance of Merchandise Trade 

Domestic Exports 

U.S. Share 

Imports 

U.S. Share 


NOTES: 


1/ Data from Central Bank of Jordan and the Department of Statistics. 
2/ Exchange rates: 1975 - $ US 1=Jordanian Dinar .320; 

1976 - $ US 1=Jordanian Dinar .332; 

1977 - $ US 1=Jordanian Dinar .320; 

1978 - $ US 1=Jordanian Dinar .304 
3/ Including Government guaranteed debt. 
4/ Does not include commercial bank holdings - $250 million in 1978. 
5/ Includes re-exports. 
6/ Includes 2 Boeing 747 aircraft valued at $95 million. 
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JORDAN 


SUMMARY 


The economy of Jordan continued to enjoy healthy growth in 1978. Agri- 
culture, industry and services maintained their previous shares of contri- 
bution, and a fall in dryland agricultural production was made up for by 

a large increase in irrigated agricultural production in the Jordan Valley. 
Expansion in light industry and irrigated agriculture are expected to 
continue this trend through 1979. 


The boom in residential construction continues to level off; however, money 
supply and commercial credit increased substantially over the last year. 
Although inflation was moderate, it is expected to rise in 1979. The 
financial market continued to mature with the first local syndication of 
loans and issuance of CD's. 


Jordan continues to run a deficit in merchandise trade; however, in 1978 
the deficit was slightly less than the previous year. With exports of 
light manufactures and fertilizer components, the previous trend of 

increasing deficit is expected to show a reversal in the next few years. 


Although revenues from domestic sources are increasing substantially, the 
Jordanian Government continues to rely heavily on foreign cash grants to 
help finance its regular budget,which shows a 41% increase over last year. 
The increases in this year's budget have gone in large part to meet current 
expenses such as salaries of military and civil servants and capital expen- 
Ses, especially for infrastructure. 


As national income rises, Jordan will continue to invest heavily in 
economic and social development, providing an opportunity for the sale of 
American goods and services. The decline in the value of the U.S. dollar 
will also make U.S. consumer goods, already sought after due to a reputat- 
ion for quality, more competitive against other suppliers. The Jordanian 
Government is actively promoting foreign participation in the development 

of light industry through joint ventures. Amman continues to attract 

U.S. firms wishing to establish a modest presence in the Middle East because 
of the ease of serving a wide market in other Arab countries combined with 
a pleasant place to live and conduct business. 





Current Economic Situation and Trends 


Preliminary statistics for 1978 indicate that Jordan continued to enjoy 
healthy economic growth. With workers remittances from abroad continuing 
the trend toward levelling off, the gain in real GNP, while significant, 
was not as great as the gain in GDP. Prospects for continued growth in 
1979 are good, with expectation of continued expansion in irrigated agri- 
culture and light industry, plus the effects of increased overall output 
as a result of expansion of previously established and new major indust- 
ries beginning to show up by 1980-81. The sectoral contributions to GDP 
maintained their relative shares: agriculture 11%, industry 24% and 
services 65%. U.S. share of the import market declined to 8% from last 
year's 15% which was due chiefly to aircraft sales. Major imports from 
the U.S. in 1977 were: 


Aircraft and parts $120 million 
Wheat and Corn oC 
Non-electrical machinery $17 

Motor vehicles and parts $10 
Electrical machinery $7 

Railroad locomotives and equipment-- $2 


The 1978-79 agricultural growing season promises to be the worst year of 
five consecutive bad years. Jordan's production of wheat, barley, and 
other field crops is dependent on irregular and undependable rainfall un- 
evenly distributed throughout the country. The bright spot in agricult- 
ure is the expanded use of modern farming techniques in the Jordan Valley, 
where the use of sprinkler and drip irrigation, the latter in combination 
with plastic green-houses, are showing striking increases in the production 
of cash crops. Current plans for further expansion include a new dam and 
associated irrigation system. 


There are few commercially exploitable minerals found in Jordan. Product- 
ion of the major mineral resource, phosphate rock, has steadily increased 
and is expected to accelerate further with the completion of new projects, 
and work has begun on a plant to convert local phosphates to raw materials 
for fertilizer. A major project to extract potash from the Dead Sea brine 
is now under construction. A ceramics factory using local clays is now in 
operation, and a factory is under construction to make limestone bricks. 
Consideration is being given to manufacturing sheet glass and glass con- 
tainers from local sand. The last attempt at oil exploration ended without 
positive results; however, the Natural Resources Authority plans to issue 
annother international tender for oil exploration pending the receipt of new 
seismic studies in late 1979. 


Because of a smali domestic market (1978 East Bank population is estimated 
at between 2 and 2.5 million), Jordan's industry has been traditionally 
characterized by small facilities producing almost exclusively for the 
domestic market. Jordan's largest existing industries produce cement and 





petroleum products (exclusively for the domestic market) and phosphate 
rock (exclusively for export). The production of new fertilizer and potash 
industries will also be for export with expectations of eventually earning 
several hundred million dollars per year in foreign exchange. Major ex- 
pansion of all three present major industries is underway; production of 
cement and refined petroleum are to double, and phosphate rock processing 
is to grow to 6 million tons annually by 1981. Recent growth and the 
potential for future growth in light manufacturing industries are impress- 
ive. Bright prospects in this area are based on the potential to export 
to other Arab countries in the region and a steadily growing domestic 
market. Local capital is readily available for well-studied investment 
projects, but equity participation by foreign firms that can contribute 
technology, marketing and management expertise is welcomed and often 
required. 


The Royal Jordanian Airline (ALIA) showed a record profit in 1978 and is 
€xpected to expand its route structure with the delivery of additional 
medium-range and wide-bodied aircraft. Work is well along on a new 
international airport capable of handling Jordan's existing and incremental 
air transport needs for decades and a variety of regional facilities and 
services. 


Jordan has experienced a chronic, and until 1978, growing trade deficit. 

In 1978 the trade deficit levelled off (in terms of Jordanian Dinars, it 

was actually reduced), although there was a worsening of its balance of 
payments deficit. Within the next few years exports of phosphate rock, 
fertilizer, potash, agricultural products and light manufactures should 
cause a significant reduction in the trade deficit. Imports of capital 
goods exceeded imports of consumer goods for the first time in 1977 and 

are expected to constitute an increasing share of imports in the future. 
Jordan's deficit on the merchandise account is usually made up for by 
receipts from tourism, official transfers, and Jordanians working abroad. 

In 1978 these three categories were responsible for inflows of $343 million, 
$358 million, and $524 million respectively. From 1971 to 1974, the United 
States was Jordan's most important supplier. In 1975 and 1976, the Federal 
Republic of Germany took over, with the U.S. slipping to second place. The 
Sale of two Boeing 747 aircraft put the U.S. into first place in 1977; 
however, the U.S. lost this position again in 1978. 


At the end of 1978, Jordan's total foreign exchange reserves stood 30% higher 
in dollar terms than at the end of the previous year. Total reserves were 
equivalent to more than seven months of imports. Although Jordan has 
significantly increased its assumption of foreign debt in the past two years, 
Jordan's debt service ratio is still relatively low due to large amounts of 
external assistance and because most funds needed for development have been 
borrowed for development projects at concessionary interest rates. When 
Jordanian agencies borrow in the international financial markets, they are 
generally able to receive favorable rates, although with the expansion of 
the local financial markets little borrowing is contemplated. 





Total commercial bank (including housing bank) credit outstanding increased 
by 44% (in dollar terms) in 1978, with the construction and trade sectors 
accounting for 30% each. Loans to industry increased by 38%, although 
there has been a slight decline in industrial loan applications thus far in 
1979. The housing boom which began in 1975, while lower than 1976 peak 
year figures, shows surprising strength and persistence thanks to continued 
pent up demand and availability of both private and public funds. 


During 1978, the local financial market expanded widely. Several new 
banks were established, and existing banks increased their capital by 
floating shares. Total assets of local banks expanded sharply. In order 
to dampen liquidity, the Government has announced that no new banks will be 
allowed to open; however, the establishment of offshore banking units will 
be considered. 1978 saw the first locally syndicated loan for local 
industries (cement and bricks) and certificates of deposit were offered 
locally for the first time. The Amman Stock Exchange opened in 1978 and 
has exceeded expectations in generating wide interest in investment opportuni- 
ties. In January 1979 it also began trading in Jordanian Government 
Securities. 


Narrowly defined money (M1) rose at a much slower rate than broadly defined 
money (M3), as interest paid on demand deposits was limited to 2% during the 


year causing a movement into time deposits. Despite the continued high 
rate of growth (33% in dollar terms) in the money supply, inflation was 
Slightly lower than last year's double-digit rate. The rateis, however, 
expected to increase in the future. Increased prices of commodities 
(including oil), wage increases for the military and civil servants, and an 
expanded Central Government budget resulting in large part from pledged 
Arab subsidies voted at the November 1978 Baghdad Arab Summit will all con- 
tribute to pushing inflation back toward the 1977 rate of 14%, although the 


Jordanian Government is conscious of the problem and the need to deal with 
it. 


With a large portion of the Jordanian labor force working outside the 
country, labor is assuming increasing importance among factors of product- 
ion. New institutions, most notably a Social Security Administration, are 
being created to deal with labor problems. Participation rate in Jordan's 
labor force is low, due primarily to the limited although significantly 
expanding role of women in the economy and the fact that more than 50% of the 
population is under 15. After decades of serious unemployment, Jordan has 
recently experienced a labor shortage as its highly regarded labor force 

has been attracted to high paying jobs elsewhere in the Arab world. The 
Government has responded with efforts to increase the domestic labor supply, 
emphasizing vocational education and encouraging women to join the labor 
force -- since 1974 the female participation rate has increased from less 
than 4% to perhaps 12% in 1978. Since 1976 Jordan has also imported 
significant amounts of (mostly unskilled) foreign labor. Foreign laborers 
remitted $67 million from Jordan last year. 





About 60% of the domestic labor force is employed in the services sector, 
which is dominated by Jordan's relatively large civil service and armed 
forces. The remainder is roughly divided between agriculture and in- 
dustry with a gradual shift taking place from the former to the latter. 


The Central Government budget for 1979 shows an increase in current and 
capital expenditures of 41% over 1978. Budget support, mostly from Arab 
countries, remains the largest source of revenues, although locally 
generated revenues, especially from income taxes are projected to increase. 
Of the record Part I expenditures of $1,666 million planned for 1979, 

56% are recurring and 44% are capital expenditures for development. As 

in past years,the budget contains a second part for development projects 
financed by long term concessionary loans. Projected expenditures for 
1979 are $300 million. 


Implications for the United States 


Jordan's economy is essentially a free enterprise system, although the 
Government holds important equity positions in many of the country's 
larger enterprises. Foreign investment is welcome, and 100% foreign 
ownnership of local enterprises is permitted. Jordan's investment law 
provides attractive tax holidays and other incentives for investments 
which accord with the country's plans for development. Legislation also 
provides for repatriation of capital and dividends. The operation of 
three industrial free zones is under consideration. Foreign exchange 
regulations are liberal. 


ExIm and OPIC programs operate in Jordan 


The first American-Jordanian industrial joint venture (manufacturing 
industrial footware) has begun production with considerable success. 

The Government has recently begun to emphasize joint ventures for foreign 
firms and identify areas where foreign expertise can be used to service 
the growing domestic market and rapidly increasing export market. The 
U.S. share of the Jordanian market has tended to be lumpy, depending on 
major aircraft purchases, many backed by ExIm loans. It can, therefore, 
be expected to be greater starting in 1980 when advanced Boeing 727's 
arrive. There are also opportunities for the U.S. share of the Jordanian 
market in other fields, especially consumer goods where the U.S. has a 
reputation for quality. Recent declines in the value of the U.S. dollar 
have enabled local merchants handling U.S. consumer goods to meet competit- 
ion from Europe and the Far East. 


Jordan's (1976-1980) Five Year Plan includes investments of over $2 billion, 
divided almost equally between the public and private sectors. The program 
emphasizes export-oriented commodity production and offers many opportunities 
for the supply of technical consulting services and capital equipment. As 
personal income continues to rise, the market for consumer goods will also 
become more attractive. 





In 1975 Jordan passed legislation to encourage the establishment of 
regional business headquarters offices in Jordan. The law provides tax 
exemption of profits earned outside of Jordan, income tax exemptions for 
all expatriate employees, and duty free entry for office equipment and pri- 
vate vehicle of expatriate employees. By 1978 more than 40 American firms 
had established modest regional offices in Amman. Although during the 
course of the year some moved out, there was a net gain. Among Jordan's 
attractions are : the relative efficiency of the Jordanian Government and 
the country's infrastructure, the western orientation of business practices, 
the high degree to which English is a commercial language, and the genuine 
friendliness and hospitality of the Jordanian people. 


International tenders for major procurement of foreign goods and services 
are issued by the responsible agency of the Government of Jordan normally; 
often a pre-qualification procedure is used and prior to issuance of an 
international tender, the Central Bank must release the necessary foreign 
exchange. The Government usually requires the intermediation of a local 
agent in its dealings with foreign firms. Foreign suppliers who have 
existing agency relationships in Jordan have a distinct advantage, es- 
pecially as bid deadlines are often short. 


* U, S. GOVERNMENT PRINTING OFFICE ; 1979—281-058/132 








